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OATH OR AFFIRMATION

I, Michedd 3. M""Cau\!;}/ , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

PM Securities, LLC . 85
of Tyete mot ,20077__, are true and correct. 1 further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, cxcept as follows:

MWO _/"Wﬁ-@
g ]

Wicecka
COMMOMYEALTH OF PENTitle vanis,
_ Notarial Seal
Marianne E. Kane, Notary Public

Notary Public Upper Chichester Twp.. Delaware County
My Commission Expires Mar. 10, 2008

his report ** contains (check all applicable boxes): Member, Pennsylvania Association Of Notaries
(a) Facing Page.
d

Gd (b) Statement of Financial Condition.

Gd (c) Statement of Income (Loss).

{{d (d) Statement of Changes in Financial Condition.

[3d (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

3 (g) Computation of Net Capital.

[0 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

J (i} Information Relating to the Possession or Contrel Requirements Under Rule 15¢3-3.

Bd () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

[0 (x) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

i (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report. :

[0 (n) A reportdescribing any materiat inadequacies found to exist or found to have existed since the date of the previous audit.

x (0) Independent Auditors' Report on internal accounting control,

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS' REPORT

To the Member
PM Securities, LLC

We have audited the accompanying statement of financial condition of PM Securities, LLC as of
December 31, 2007, and the related statements of income, member’s equity and cash flows for the year
then ended. These financial statements are the responsibility of the Company's management. QOur
responsibility is to €xpress an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstaternent. An audit includes
consideration of internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company’s internal control over financial reporting. Accordingly, we express no such opinion. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the .accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of PM Securities, LLC as of December 31, 2007, and the results of its operations
and its cash flows for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in pages 8§ through 13 as listed on the foregoing table of contents
is presented for purposes of additional analysis and is not a required part of the basic financial statements,
but is supplementary information required by Rule 17a-5 of the Securities Exchange Act of 1934, Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial

statements taken as a whole.
Dipoeir 7 Cotbons v Co, PC.

February 11, 2008




PM SECURITIES, LLC.
FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA
December 31, 2007

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING
NONCLEARING AND CERTAIN OTHER BROKERS OR DEALERS

SEC FILE NO. 8-66628
FIRM ID NO. 132710
Unconsolidated

ASSETS
i Line Allowable Non-Allowable Total
|
|
|
| 1. Cash $ 53527 $ 33,527
11  Other assets $ 446 446
12.  Total assets $ 53,527 $ 446 $ 53,973

The accompanying notes are an integral part of these financial statements.




PM SECURITIES, LLC
FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HA
December 31, 2007

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING
NONCLEARING AND CERTAIN OTHER BROKERS OR DEALERS

SEC FILE NO. 8-66628
FIRM ID NO. 132710
Unconsolidated

LIABILITIES AND OWNERSHIP EQUITY

' Al Non AL

| Line Liabilities Liabilities Total

; 17.  Accounts payable, accrued

, liabilities, expenses and other 5 1,842 $ 1,842
19.  Liabilities subordinated to claims

of general creditors

A.  Cash borrowings $§ -0
20. Total liabilities § 1,842 $ -0 1,842
23. Corporation
D. Member's equity 52,131
24. Total ownership equity 52,131
25. Toal liabilities and ownership equity $ 53,973

The accompanying notes are an integral part of these financial statements.




PM SECURITIES, LLC.

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1A
Year Ended December 31, 2007

SEC FILE NO. 8-66628
FIRM ID NO. 132710
Unconsolidated
Year Ended December 31, 2007
STATEMENT OF INCOME (L.OSS)
Revenue
Line
8. Other revenue
9. Total revenue
Expenses
13. Interest expense on accounts subject to subordination agreements
14. Regulatory fees and expenses
15. Other expenses
16. Total expenses

Net income

22. Net income after federal income taxes

The accompanying notes are an integral part of these financial statements.

Number of Months Included
in the Statement 12

$ 35,000

35,000

1,898
3,705
25,105

30,708

$ 4,292



PM SECURITIES, LLC.

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART NTA
Year Ended December 31, 2007

SEC FILE NO. 8-66628
FIRM ID NO. 132710
Unconsolidated

STATEMENT OF CHANGES IN MEMBER'S EQUITY

Balance, year ended December 31, 2006
Contributed capital, year ended December 31, 2007
Conversion of subordinated debt and accrued interest therecon to contributed capital

Net income, year ended December 31, 2007

Balance, year ended December 31, 2007

The accompanying notes are an integral part of these financial statements.

$ (15,369)
35,000

28,208

4,292

$ 52,131



PM SECURITIES, LLC.
FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA
Year Ended December 31, 2007

SEC FILE NO. 8-66628
FIRM ID NO. 132710
Unconsolidated

STATEMENT OF CASH FLOWS

Cash flows from operating activities

Net income § 4292
Adjustments to reconcile net income to net cash

’ provided by operating activities

S T e TR T T e

Change in other assets 2,654
Change in accrued expenses 3,710

‘ Net cash provided by operating activities 10,656

Cash flows from financing activities

Coentributed capital 35,000
Net cash provided by financing activities 35,000
Net increase in cash 45,656
Cash, beginning 7.871
Cash, ending $ 53,527

Supplemental disclosure of cash flow infoermation

Cash paid during the year for interest § -0
Supplemental schedule of non-cash financing activities

On July 31, 2007, the Company converted $20,000 of subordinated debt
and $8,208 of related accrued interest into contributed capital.

The accompanying notes are an integral part of these financial statements.




PM SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

Nature of business and background information

The Company was formed as a wholly-owned subsidiary of Phoenix Management Services, Inc.
in 2004 and was licensed as a broker and dealer in January 2005. The Company is headquartered
in Chadds Ford, PA. Prior to its licensing, its activities consisted of its formation and registration
as a broker and dealer. The employees of PM Securities, LLC have not been compensated since
inception, as the Company has not generated any operating income to date.

Summary of significant accounting policies
Accounting estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Income taxes

The Company is a single-member Limited Liability Company, under applicable sections of the
Internal Revenue Code formed in the State of Delaware and registered in the State of
Pennsylvania. Accordingly, for both federal and state income tax purposes, the taxable income or
loss is passed through to the Company's parent, and no provision or credit for federal or state
income taxes is included in the financial statements.

Net capital requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At December
31, 2007, the Company had net capital of $51,685 which was $46,685 in excess of its required net
capital of $5,000. The Company's net capital ratio was 0.04 to 1,

Related party transactions

In 2004, the year of its inception, the Company’s parent company incurred all significant start-up
costs. These costs are not reflected in the accompanying financial statements.

The Company conducts its operations in facilities under an operating lease with its parent
company which expires in July 2008 with monthly base rent of $1. Rent expense under this lease
was $12 in 2007. Accrued rent totaled $42 at December 31, 2007.



PM SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

4, Related party transactions (Continued)

’ Through July 2007, the Company was obligated under a $20,000 loan payable to its parent

company. This loan was subject to a subordinated loan agreement for equity capital and was
converted to equity with approval by FINRA. Interest on this loan was accrued at 12% per
annum through July 31, 2007 and totaled $1,898. Accrued interest from inception of the loan to
July 31, 2007 which totaled $8,208 was also converted to equity.

5. Concentrations of credit risk

Financial instruments which subject the Company to concentrations of credit risk consist
principally of cash.

!
i
I
|




PM SECURITIES, LLLC.
FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA
Year Ended December 31, 2007

SEC FILE NO. 8-66628
FIRM ID NO. 132710
Unconsolidated

’ COMPUTATION OF NET CAPITAL

| Line

’ 1. Total ownership equity from Statement of Financial Condition § 52,131
3. Total ownership equity qualified for net capital 52,131

4, Liabilities subordinated to claims of general creditors allowable in
computation of net capital -0-

5. Total capital and allowable subordinated liabilities 52,131

6 Deductions and/or charges
A.  Total nonallowable assets from Statement of Financial Condition 446

10.  Net capital $ 51,685

These financial and operational combined uniform single reports are subject to the auditors’ report.




PM SECURITIES, LLC.
FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA
Year Ended December 31, 2007

SEC FILE NO. 8-66628
FIRM ID NO. 132710
Unconsolidated

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

! Part A

Line

i 11.  Minimum net capital required (6-2/3% of line 19) $ 123
12.  Minimum dollar net capital requirement of reporting broker
or dealer and minimum net capital requirement of subsidiaries

computed in accordance with Note (A) (Not presented herein) 5,000
13.  Net capital requirement {Greater of line 11 or 12) 5,000
14.  Excess net capital (Line 10 less line 13) 46,685
15. Excess net capital at 1000% (Line 10 less 10% of line 19) 51,501

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.L liabilities from Statement of Financial Condition 1,842
19. Total aggregate indebtedness 1,842
20. Percentage of aggregate indebtedness to net capital

(Line 19 = by line 10) 0.04

These financial and operational combined uniform single reports are subject fo the auditors’ report.




PM SECURITES, LLC.
FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1A
Year Ended December 31, 2007

SEC FILE NO. 8-66628
FIRM 1D NO, 132710
Unconsolidated

Year Ended December 31, 2007

D

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

l Line

|
1. Balance, beginning of period $ (15369)
1 A, Netincome 4,292

g 1.B.  Additions (includes conversion of subordinated debt and accrued interest

| thereon totalling $28,208 and non-conforming capital of $-0-) 63,208
2. Balance, end of period $ 52,131

These financial and operational combined uniform single reports are subject to the auditors’ report,

10




PM SECURITIES, LLC.
FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA
Year Ended December 31, 2007

SEC FILE NO. 8-66628
FIRM ID NO. 132710
Unconsolidated

EXEMPTIVE PROVISION UNDER RULE 15¢3-3

Line

25. Identify below the section upon which an exemption from Rule 15¢3-3 is claimed:

C. (k) (2) (1) - Company will not hold customer funds or safckeep
customer securities,

These financial and operational combined uniform single reporis are subject to the auditors’ report.

11



PM SECURITIES, LLC.
FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART [TA
Year Ended December 31, 2007

SEC FILE NO. 8-66628
FIRM ID NO. 132710
Unconsolidated

RECONCILIATION WITH COMPANY'S COMPUTATION
(INCLUDED IN PART It OF FORM X-17A-5 AS OF DECEMBER 31, 2007)

Net capital, as reported in Company's Part II (unaudited) FOCUS report $ 51,685

Year-end audit adjustments -

Net capital, per line 10 $ 51,685

These financial and operational combined uniform single reports are subject to the auditors’ report.

12



PM SECURITIES. LLC.
FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA
Year Ended December 31, 2007

SEC FILE NO. 8-66628
FIRM ID NO. 132710
Unconsolidated

| STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CILLAIMS OF GENERAL CREDITORS

Balance, December 31, 2006 $ 20,000

A. Increase

B. Decrease {20,000)

These financial and operational combined uniform single reporits are subject to the auditors’ report.

Balance, December 31, 2007 $ -

13



PM SECURITIES, LLC

110 Chadds Ford Commons
Chadds Ford, PA 19317
610-358-4700

= : FAX 610-358-9377
PH 0 E N Ix www.phoenixmanagemént.com

Febsuary 19, 2008

US Securities and Exchange Commission
450 5" Street, N.W.

Washington, DC 20549

Attention; Chief Examiner

Gentlemen:
I, Michael J. McCauley, Director of PM Securities, LLC, as of December 31, 2007 have caused an audit to be
made in accordance with the prescribed regulations and have arranged for the preparation of financial statements

and schedules.

[ hereby certify that, to the best of my knowledge and belief, these financial statements and schedules, prepared
as of December 31, 2007, are true and correct.

M Ll M L2
Y4

’ Ay H it A e o
L MBIV EALTH OF PENiCY
——— e e A

. Noteriai Sem
Marianne E. Kzne n

S DAy L,

Subscribed and sworn before me this
U.DDE! Chfd‘!e.qf.a. Toars 1 il "
My Conunissior, s SEEWAE Loy

L é
jd day of /j , 2008.
e Mar. 10, 2008 |

? Member Benp ;‘Ehwams: SE0Cmtar
et & Bt

Notary-
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING
CONTROL REQUIRED BY SEC RULE 17A-5

To The Members
PM Securities, LLC

In planning and performing our audit of the financial statements and supplemental schedules of
PM Securities, LLC (the Company), as of and for the year ended December 31, 2007, in accordance with
auditing standards generally accepted in the United States of America, we considered the Company's
internal control over financial reporting (internal control) as a basis for designing our auditing procedures
for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company's internal control. Accordingly, we do not
express an opinion on the effectiveness of the Company's internal control.

Also, as required by rule 17a-5(g) (1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company including consideration of
control activities for safeguarding securities. This study included tests of such practices and procedures
that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic computations
of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(1}) and for
determining compliance with the exemptive provisions of rule 15¢3-3. Because the Company does not
carry securities accounts for customers or perform custodial functions relating to customer securities, we
did not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs of
controls and of the practices and procedures referred to in the preceding paragraph and to assess whether
those practices and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of
the objectives of internal control and the practices and procedures are to provide management with
reasonable but not absolute assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with management's authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.
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Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not aliow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such that there is more
than a remote likelihood that a misstatement of the entity's financial statements that is more than
inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will not
be prevented or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for
safeguarding securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that
do not accomplish such objectives in all material respects indicate a material inadeguacy for such
purposes. Based on this understanding and on our study, we believe that the Company's practices and
procedures were adequate at December 31, 2007, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, and other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of
1934 in their regulation of registered brokers and dealers, and is not intended 1o be and should not be used
by anyone other than these specified parties.

D 7. (bt v G P C

February 11, 2008

END




